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E.O. 11652: GDS 

TAGS: ENRG, EINV, PFOR, EC 

SUBJECT: GULF-GOE NEGOTIATIONS 

1 . SUMMARY: GULF-GOE NEGOTIATIONS ON THE AGREEMENT FOR TRANSFER 
OF GULFS ASSETS TO CEPE ARE PROCEEDING WELL. THE GOE HAS AGREED 
TO INCLUDE A QUITCLAIM AND HAS LIMITED ITS CLAIMS AGAINST GULF 

TO CHARGES ARISING FROM APPLICATION OF DECREE 285. ONLY POINT NOW 
IN DISPUTE IS INTEREST RATE ON $120 MILLION LOAN GOE MUST OBTAIN. 

IT APPEARS AS IF THE GOE WILL ISSUE DECREE AUTHORIZING THE AGREE- 
MENT ON JANUARY 4; AGREEMENT WILL BE SIGNED AND CHECK EXCHANGED 
ON JANUARY 6. END SUMMARY: 

2. AFTER TWO DAYS OF NEGOTIATIONS BETWEEN THE GOE AND GULF, IT 
APPEARS AS IF A SATISFACTORY AGREEMENT IS IMMINENT. THERE WERE, 
HOWEVER, SOME ROUGH SPOTS. ATTORNEY GENERAL ERAZO TOLD GULF DEC- 
EMBER 30 THAT A QUITCLAIM WAS OUT OF THE QUESTION. THAT THE GOE 
COULD NOT RELINQUISH ITS FUTURE CLAIMS AGAINST GULF, AND THAT THE 
GOE COULD NOT ISSUE AN IRREVOCABLE LETTER OF CREDIT FOR $40 
MILLION. I IMMEDIATELY DISCUSSED THE ATTORNEY GENERAL'S OBJECTIONS 
WITH PRESIDENT POVEDA WHO CALLED THE ATTORNEY GENERAL IN MY 
PRESENCE TO TELL HIM TO STOP MAKING TROUBLE AND WITH MINISTER 
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OF FINANCES SEVILLA, WHO ASSURED ME HE WOULD HANDLE THE ATTORNEY 
GENERAL. 

3. ON THE STRENGTH OF THESE DISCUSSIONS, SEVILLA AGREED AT TODAY'S 
NEGOTIATIONS TO INCLUDE A QUITCLAIM PROVISION IN THE FINAL 
AGREEMENT; THE GOE HAS ALSO AGREED TO LIMIT ITS CLAIMS AGAINST 
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GULF TO CHARGES ARISING FROM APPLICATION OF DECREE 285, WHICH 
GULF ACCEPTS. 

4. THE GOE, HOWEVER, HAS ASKED GULF TO FINANCE THE DIFFERENCE 
BETWEEN THE DECEMBER 31 PRIME RATE AND WHATEVER RATE OF INTEREST 
THE GOE MUST PAY OVER THE NEXT SEVEN YEARS TO FINANCE PURCHASE 
OF GULFS ASSETS. GULF HAS INDICATED ITS WILLINGNESS TO GO SOME 

2 AND ONE HALF POINTS ABOVE PRIME BUT IS UNWILLING TO ASSUME AN 
OPEN-ENDED OBLIGATION. IF THE GOE IS UNWILLING TO ACCEPT THIS, 

GULF IS WILLING TO ASSIST THE GOE IN OBTAINING THIRD-PARTY 
FINANCING. I WILL DISCUSS THIS POINT WITH SEVILLA BEFORE GULF'S 
NEXT NEGOTIATING SESSION JANUARY 3. 

5. ASSUMING THIS POINT CAN BE RESOLVED, THE GOE IS PLANNING TO 
ISSUE A DECREE AUTHORIZING THE PURCHASE OF GULF'S ASSETS ON 
JANUARY 4. GULF'S ASSETS WILL BE OFFICIALLY TRANSFERRED TO CEPE 

ON JANUARY 6 WHEN THE FINAL AGREEMENT IS SIGNED AND THE CHECKS ARE 
EXCHANGED. 

BLOOMFIELD 
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